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SUBJECT: CIV AIR CONSULTATIONS - JUNE 12 SESSION 

1. SECOND SESSION (JUNE 12) OF CIV AIR TALKS RESULTED IN 
EACH SIDE TABLING SPECIFIC PROPOSALS FOR BRANIFF AND AERO- 
PERU SCHEDULES. 

2. US PROPOSAL WAS AS FOLLOWS: FOR BRANIFF: 15 FREQUEN- 
CIES BETWEEN LIMA AND THE US AND 1 1 FREQUENCIES BEYOND 
LIMA AS FOLLOWS: 3 LIMA-SANTIAGO; 4 LIMA-LA PAZ; 2 LIMA- 
ASUNCION; 5 LIMA-BUENOS AIRES; 4 LIMA-SAO PAULO; 4 LIMA- 
RIO DE JANEIRO. FOR AEROPERU: 7 LIMA-MIAMI; 3 LIMA- 
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LOS ANGELES; 3 SANTIAGO-MIAMI; 5 BUENOS AIRES-MIAMI; 3 
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SAO PAULO-LOS ANGELES; 3 RIO DE JANEIRO-LOS ANGELES; 3 
GU AY AQUIL-MI AMI ; 3 GUAYAQUIL-LOS ANGELES. USDEL PREFACED 
ITS PROPOSAL BY POINTING OUT THAT ON BASIS OF US DATA, 
AEROPERU HAS ADVANTAGE IN 5TH FREEDOM OPERATIONS AND US 
PROPOSAL WOULD SERVE TO BRING RESPECTIVE AIRLINE BENEFITS 
INTO BALANCE. USDEL JUSTIFIED LACK OF NEW YORK RIGHTS FOR 
AEROPERU IN ITS PROPOSAL BY NOTING THAT WHEREAS BRANIFF 
WOULD ENJOY ADVANTAGE IN NEW YORK TRAFFIC, AEROPERU WOULD 
BE COMPENSATED BY GREATER VALUE OF ITS 5TH FREEDOM RIGHTS. 
PERU DELEGATION TERMED US PROPOSAL TO BE INEQUITABLE AND 

AGAIN CHALLENGED USDEL'S PREMISE THAT BENEFITS SHOULD BE 
CALCULATED ON BASIS OF OPPORTUNITIES TO SERVE VARIOUS 
MARKETS AND INSISTED THAT VALUATION OF BENEFITS BE MEASURED 
ONLY ON BASIS OF ACTUAL REVENUES EARNED BY AIRLINES DURING 
PAST PERIODS. AS AN ALTERNATIVE, BERCKEMEYER REPEATED- 
LY OFFERED TO ELIMINATE ENTIRE QUESTION OF 5TH FREEDOM 
TRAFFIC VALUATION BY LIMITING US-PERU TRAFFIC FOR BOTH 
AIRLINES TO 3RD AND 4TH FREEDOM FREQUENCIES. WHILE 
EXCHANGE OF 5TH FREEDOM TRAFFIC CONSTITUTED A PROBLEM 
IN TRADING COMMERCIAL VALUES, HE SAID, 3RD AND 4TH FREEDOM 
TRAFFIC INVOLVED AN EXCHANGE OF RIGHTS WHICH SHOULD BE 
RECIPROCAL. USDEL EMPHASIZED THAT IT COULD NOT ACCEPT A 
SEPARATION OF 3RD/4TH FREEDOM RIGHTS FROM 5TH FREEDOM 
RIGHTS SINCE BOTH ARE IMPORTANT IN MEASURING BENEFITS TO 
RESPECTIVE AIRLINES. USDEL ADDED THAT IT WAS BREAKING 
PRECEDENCE AND MAKING MAJOR CONCESSION BY RECOGNIZING FOR 
PERU THE RIGHT TO CARRY CERTAIN 6TH FREEDOM TRAFFIC. PERU 
DEL TRIED TO MINIMIZE OUR CLAIM. THEY POINTED OUT 
THAT US ALSO HAS LARGE BEYOND MARKET - ASIA, EUROPE. IN 
TURN, USDEL DEMONSTRATED THAT EUROPE-US OR ASIA-US 
TRAFFIC IRRELEVENT TO PRESENT DISCUSSION BECAUSE OF SMALL 
VOLUME OF PASSENGERS TRAVELING INTO LATIN AMERICA, AND 
LARGE NUMBER OF CARRIERS ENGAGED IN TRANSPORTING SUCH 
BEYOND TRAFFIC, (BRANIFF DOES NOT GO TO ASIA OR EUROPE). 

3. PERUVIAN DELEGATION SUGGESTED 3 YEAR AGREEMENT INCOR 
PORATING FOLLOWING SCHEDULE FOR BRANIFF: 15 FLIGHTS 
BETWEEN LIMA AND US PER OCTOBER 74 PERMIT; OF WHICH 9 
FREQUENCIES WOULD OPERATE SOUTH OF LIMA. LATER WOULD BE: 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 STATE 139158 

2 LIMA-BUENOS AIRES; 2 LIMA-SANTIAGO; 3 LIMA-LA PAZ; 

3 LIM A- ASUN CION; 2 LIMA-RIO DE JANEIRO; 2 LIMA-SAO PAULO. 

FOR AEROPERU, THE SCHEDULE WOULD INCLUDE 10 US FREQUENCIES: 

7 BUENOS AIRES-MIAMI; 5 SANTIAGO-MIAMI; 3 GUAY AQUIL-MI AMI; 

3 GUAYAQUIL-NEW YORK; 3 SAO PAULO/RIO DE JANEIRO- 
LOS ANGELES; 3 GUAYAQUIL-LOS ANGELES. IN ADDITION, 

PERU DEL WOULD ENVISION EVENTUAL INCREASE OF AEROPERU'S 
US FREQUENCIES TO 15 IN ORDER TO MATCH THOSE OF BRANIFF. 
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IF COMMERCIAL DEMAND WERE TO PROMPT FURTHER FREQUENCY 
ADDITIONS, BRANIFF AND AEROPERU WOULD SHARE INCREASES 
ON ONE-TO-ONE BASIS. ACCORDING TO PERU DEL, THUS PRO- 
POSED SCHEDULE WOULD STILL RESULT IN MORE REVENUES FOR 
BRANIFF THAN FOR AEROPERU IF COMPUTED ON BASIS AVERAGE 
PASSENGER LOADS REPORTED BY BRANIFF FOR 1974 AND ON AERO- 
PERU'S PROJECTIONS OF FURTHER PASSENGER LOADS. 

4. USDEL EXPRESSED WISH TO STUDY PERUVIAN DATA WE NOTED 
SOME DISCREPANCIES IN NUMBERS; OBSERVED FACT THAT ESTI- 
MATES OF AEROPERU'S FUTURE SERVICE BASED ON HYPOTHETICAL 

PASSENGER LEVELS; AND STRESSED THAT PERU HAS "HIDDEN 
MARKETS" WHICH ARE BEYOND US OUR CONTROL (SUCH AS 
TRAFFIC BETWEEN BUENOS AIRES AND US VIA LIMA ON REGIONAL 
FLIGHTS OF PERUVIAN CARRIERS) BUT THAT US HAS NO "HIDDEN 
MARKETS" OF CONSEQUENCE THAT WOULD BE BEYOND PERUVIAN 
SCRUTINY. SUCH PERUVIAN "HIDDEN MARKETS" DIS NOT 
APPEAR IN PERU DELEGATION S CALCULATION OF BENEFITS 
ACCRUING TO RESPECTIVE AIRLINES. IF THEY HAD, USDEL 
CLAIMED, BALANCE OF BENEFITS WOULD HAVE TO BE IN FAVOR 
OF AEROPERU. 

5. SESSION ADJOURNED WITH BOTH SIDES EXPRESSING WISH TO 
EXAMINE RESPECTIVE PROPOSALS AND SUPPORTING DATA. KISSINGER 
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